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IN THE MATTER OF THE INVESTIGATION OF
THE COST OF TELECOMMUNICATIONS
ACCESS COMMENT S OF AT&T

10

Pursuant to the Procedural Order entered in these dockets dated November 28. 2007

12 AT&T Communications of the Mountain States, Inc. and TCG Phoenix (collectively referred to

13 as "AT&T") file these comments on access charge reform and possible revisions to the Arizona

14 Universal Service Fund ("AUSF") Rules

15 INTRODUCTION

16

17

18

19

20

The Commission has sought comment on a broad array of issues under two related

subj ects: (i) access charge refonn and (ii) universal service. AT&T agrees that the Commission

should consider those two subj eats together. Access charge reform is long overdue because the

current access charges of some carriers still reflect levels of implicit subsidies that are

fundamentally inconsistent with today'stelecomrnunications landscape. Universal service
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1 programs, meanwhile , have  been founded on the  recognition tha t such implicit subsidies  cannot

2 and should not be  mainta ined in today's  competitive  marke tplace

3 It is  a lso quite  proper and, indeed, essentia l tha t the  Commission consider access charge

4 reform and universa l se rvice  now. The  current access  charge  system crea tes  la rge  implicit

5 subsidies  tha t infla te  some carrie rs ' intrasta te  switched access  charges. To take  a  few examples:

6 Tenninating intrasta te  access charges for one  ICO are  more  than18.4 cents per access minute , or

7 46 times its 0.4 cent interstate charges, and more than fve limes higher than Qwesfs

8 corresponding intras ta te  charges . For origina ting access , tha t CO's  ta riffed intra s ta te  ra te  is

9 10.4 cents , while  its  corresponding inte rs ta te  ra te  is  only 0.4 cents . Likewise , a  second ICO has

10 intrasta te  terminating access charges approaching 5 cents  per minute , but only about 2.5 cents

1 l intersta te . One CLEC has intrasta te  terminating access charges of over 4.2 cents  per access

12 minute , while  its  corresponding inte rs ta te  charges  a re  less  than ha lf a  penny. As a  genera l

13 ma tte r, the se  re la tionships  hold true  for virtua lly a ll of Arizona 's  ICOn and CLECs throughout

14 the State ,

15 The  high access  ra tes  promoted by the  current system obviously dis tort Arizona

16 te lecommunica tions  prices . They make  long dis tance  prices  higher than they should be  for a ll

17 Arizonans, including consumers in the  Phoenix and Tucson metropolitan areas, because  long

18 dis tance  ra tes  a re  geographica lly averaged. The  implicit subsidies  hidden in infla ted access

19 charges cause  ra tes  for some services  (in particular, long dis tance  service) to be  over-priced,

20 while  other ra tes  (such as  loca l exchange  se rvice  in rura l a reas) remain be low cost. As a  result,

21 the  pricing s igna ls  be ing given to Arizona  cus tomers  a re  blurred, re sulting in consumers  shifting

22

23

24

1 The Commission recognized this link when it initially adopted the Competitive Telecommunications
Rules in 1995 (A.A.C. R14-2-1101, et seq.). It provided in those rules that an AUSF should be
established. R14-2-1113. The AUSF Rules (Rl4-2-1201, et seq.) were adopted the following year
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1 usage  to services which may be  less  economically efficient (because  those  services are

2 subsidized) and causing te lecommunications-dependent businesses to configure  the ir services to

3 avoid be ing saddled with disproportiona te  subsidy obliga tions . In addition, high access  charges

4 encourage  some actors  to exploit the  system by engaging in a rbitrage  and tra ffic pumping

5 schemes. At bottom, the  implicit cross-subsidies  inherent in access  ra tes  in Arizona  a re  a  house

6 of ca rds  tha t s imply cannot and should not be  mainta ined in today's  te lecommunica tions  marke t.

7 The  Federa l Communica tions  Commiss ion ("FCC") has  a lready implemented re fonns

8 tha t have  begun to e limina te  implicit subsidies  from inte rs ta te  access  ra tes . Severa l s ta tes  (such

9 as New Mexico and Nebraska) have  a lso implemented reforms to reduce  intrasta te  access

10 charges to more  reasonable  and susta inable  levels . In each sta te , the  commission used intersta te

11 access rates as a  benchmark above which rates are presumed to be excessive, and generally these

12 sta tes  a llowed carrie rs  to recover the  lost revenues through ra te  reba lancing and/or explicit

13 universa l se rvice  subsidies . AT&T recommends tha t the  Commiss ion take  the  same approach

14 here  by (i) requiring a ll loca l exchange  ca rrie rs , us ing appropria te  and s treamlined ra te

15 procedures , to lower the ir intrasta te  access  ra tes  to the  leve l (and s tructure) of the  corresponding

16 inte rs ta te  access  ra te  leve ls  and (ii) a llowing cante rs  to reba lance  the  revenue  reductions  with

17 increases  to re ta il ra tes  and, in certa in cases , from AUSF funds. This  approach represents  a

18 s tra ightforward s tep tha t can be  implemented re la tive ly ea s ily and quickly. It will re sult in more

19 economica lly ra tiona l price s  for wire line  se rvice s .

20 Of course , the  FCC is  cons ide ring comprehens ive  re form for a ll fonts  of inte rcamle r

21 compensa tion on a  na tiona l bas is . But the re  is  no s ign tha t comprehensive  reborn will come any

22 time soon and in the  absence  of such na tional re form there  is  an urgent need to take  action with

23 regard to intrasta te  switched access ra tes . The  approach proposed by AT&T here  represents  a

24 3
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1 measured, s tra ightforward s tep tha t will make  s ignificant progress  in correcting the  most se rious

2 defects  of the  present sys tem. It is  a  s tep tha t the  Commiss ion can take  re la tive ly quickly,

3 without undue  de lay or lengthy proceedings .

4 Universa l se rvice  re form represents  the  other s ide  of the  coin of access  charge  re form.

5 Unive rsa l se rvice  support is  des igned to replace  the  implicit subs idie s  of the  pas t with explicit

6 subsidies  for basic loca l te lecommunica tions services where  those  subsidies  a re  needed. The

7 funds  for tha t support should come from contributions  by cus tomers  of a ll se rvice  provide rs  on

8 an equitable  and non-discrimina tory bas is  tha t mirrors  the  federa l unive rsa l se rvice  contribution

9 methodology, because  a ll consumers  and a ll providers  benefit from the  expansion of the

10 te le communica tions  ne twork. As  de ta ile d in Se ction II be low, in a ddition to supporting e xplicit

11 recovery for portions of reduced intrasta te  switched access revenues not recovered through

12 reasonable  ra te  increases , AT&T a lso supports  AUSF support for cante rs  of las t resort

13 ("COLRs") tha t serve  high-cost a reas , where  there  is  a  demonstrable  need for such support to

14 mainta in a ffordable  basic se rvice  ra tes , to the  extent such support is  not a lready provided by the

15 federa l universa l se rvice  fund.

1 6 DIS CUS S ION

1 7 I. Access Charge Reform Questions

1 8 A. Background

1 9 Charges for switched access services genera lly refer to the  price  pa id by interexchange

20 carrie rs  ("IXCs") and othe r te lecommunica tions  se rvice  provide rs  to a  loca l exchange  ca rrie r

21 ("LEC") for the  use  of its  ne twork. It is  the  LEC tha t ha s  the  loca l loop a nd ce ntra l office  switch

22 that connects  an end user to the  rest of the  PSTN. IXCs need access to this  local exchange

23 infras tructure  in order to origina te  intras ta te  and inte rs ta te  long dis tance  ca lls  from customers

24 4
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1 served by the  LEC, and to comple te  long dis tance  ca lls  from the ir own customers  to customers

2 se rved by the  LEC.

3 P rior to 1996, loca l te le phone  se rvice  a nd loca l e xcha nge  ca rrie rs  we re  re gula te d a s

4 na tura l monopolie s . Monopoly se rvice  provide rs  were  required to provide  unive rsa l se rvice  to

5 a ll customers  in the ir ass igned ten'itories . They were  able  to se rve  high-cost customers  (e .g.,

6 customers  in remote  rura l a reas) through a  sys tem of "implicit subsidies ," under which the  ra tes

7 paid by some customers were  oversta ted (i.e ., in excess of the  ra tes necessary to adequate ly

8 recover cos ts) in order to subsidize  unders ta ted ra tes  for othe r cus tomers . His torica lly, the

9 intrasta te  access  charges tha t meal LECs charged to IXCs were  se t above  cost to provide  implicit

10 price  support for loca l e xcha nge  s e rvice .

11 As demonstra ted by the  table  be low, showing ta riffed access  ra tes , tha t system of implicit

12 subsidies  is  s till embedded in the  intras ta te  access  charge  s tructure  for many LECs in Arizona .

13 Intrasta te  access  fees  in Arizona  are  much, much higher than the  corresponding inte rs ta te fees,

14 even though carrie rs  use  the  same facilities  to origina te  and te rminate  both inters ta te  and

15 intra s ta te  ca lls .

16

17

18

19

20

2 1

22

23

24 5



Intrastate Access Tariff Rates

Company Name Type Average Unitcast

Qwest-AZ ILEC $0.027 $0.035 $0.031
Qwest-Interstate ILEC $0.003 $0,003 $0.003
Delta $0.024 $0,032 $0.028

Citizens-Intrastate ICO $0,104 $0.184 $0.144
Citizens-Interstate ICO $0.004 $0.004 $0.004
Delta $0.100 $0.180 $0.140

Valley-Intrastate ICO $0.102 $0.102 $0.102
Valley-Interstate ICO $0.026 $0.026 $0.026
Delta $0,075 $0.076 $0.076

Accipiter-Intrastate ICO $0.035 $0.049 $0.042
Accipiter-Interstate ICO $0.026 $0.026 $0.026
Delta $0.009 $0,023 $0.016

Cox Arizona-lntrastate CLEC $0.033 $0.042 $0.037
Cox Arizona-Interstate CLEC $0.003 $0.003 $0.003
Delta $0.029 $0.039 $0.034

Source/Notes:
Rates shown above were obtained from Qwest and ICO access tariffs.
Rates do not include direct trunk transport.
Assumes 10 miles for mileage sensitive transport rates.
Assumes 20% of the minutes are tandem routed and 80% are direct routed.
The average unit cost was calculated by adding originating plus terminating cost and dividing by two.

1
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1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17 While  such a  system of cross-subsidies  was susta inable  in the  protected monopoly market

18 s tructure  of the  pa s t, the  influx of compe titive  a lte rna tive s  in toda y's  ma rke tpla ce  re nde rs  such

19 a pproa che s  ine ffe ctive  a nd unsus ta ina ble . The re  a re  s e ve ra l compe titive  a lte rna tive s  to

20 traditiona l switched long dis tance  se rvices  (primarily a lte rna tives  like  cable  te lephony, Voice

21 over Inte rne t Protocol ("VoIP") and wire less). Whenever an ALEC's  end user chooses  to use  an

22 a lte ra tive  to make  long dis tance  ca lls , the  ALEC's  subs idy revenue  s tream (in the  fool of access

23

24 6
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1 charges) may be  reduced. The  re ta il ra tes  for these  competitive  a lte rna tives  do not necessarily

2 include  the  same  implicit subsidies  tha t long dis tance  se rvice  providers  a re  forced to support

3 The  implicit subs idie s  in switched access  ra te s -and the  economic reactions  tha t they

4 trigge r-a re  ha rming Arizona  consume rs  a nd the  Arizona  te le communica tions  ma rke t. As  the

5 marke t proves  time  and aga in, any e ffoiii to impose  implicit subsidies  on one  class  of customers

6 simply leads  those  customers  to find ways to avoid paying the  subsidies . Thus , in recent years ,

7 ILE Cs have  los t billions  of minutes  to se rvices  tha t a re  a lte rna tives  to traditiona l long dis tance , in

8 part because of the high access costs for switched access.

9 The  sus ta inability of implicit subs idies  is  furthe r threa tened in cases  where  ca rrie rs

10 dispute  which compensa tion mechanism should applied to a  given ca ll. For example , with

I 1 respect to VoIP  tra ffic, ce rta in VoIP  providers  have  asse rted tha t VoIP  se rvices  a re  exempt from

12 access charges,2 and through self-help measures a ttempt to have their calls  treated as local calls .

13 The dispara te  regula tory trea tment of ca lls  for inte rcanie r compensa tion purposes  has

14 a lso s tra ined the  re liability of implicit subs idie s . For example , with re spect to wire le ss , nea rly a ll

15 of Arizona  (including Phoenix, Tucson and Flags ta ff) is  encompassed by a  s ingle  Metropolitan

16 Tra ding Are a  ("MTA"). Thus , unde r fe de ra l rule s  virtua lly a ll wire le s s  ca lls  tha t origina te  a nd

17 termina te  within Arizona  a re  exchanged over loca l inte rconnection a rrangements  and a re  trea ted

18 as  loca l ca lls  for inte rcarrie r compensa tion purposes .

19 The  current s tructure  thus  not only a rtificia lly overs ta te s  the  ILE Cs ' toll ra te s , but a lso

20 jeopardizes  the  universa l se rvice  tha t the  old implicit subsidies  were  designed to support.

21

22

23

24

2 There is disagreement within the industry as to which compensation mechanism should apply to VoIP
traffic as the FCC has not provided clarification. Some carriers assert that such traffic is subj et only to
reciprocal compensation charges while others assert that it is subject also to switched access charges. As
a result of this disagreement, compensation for VoIP traffic is in dispute, which further threatens the
sustainability of implicit subsidies contained in access charges.

7



\

1 Above-cost access  charges were  intended to subsidize  the  ALEC's  loca l exchange  service . But

2 high access  charges may drive  consumers to competitive  a lte rna tives  tha t do not subsidize  the

3 LEC with the  same leve l of intras ta te  access  charges . The  How of subsidies  is  thereby reduced

4 and eventua lly the  LEC will be  unable  to sus ta in loca l se rvice  priced be low marke t ra tes .

5 Marke t forces  a lone  a re  not sufficient to remove  implicit subs idies  from intras ta te  access

6 charges . With respect to origina ting access , ra te  averaging prevents  marke t forces  from

7 opera ting to discipline  switched access  ra te s . IXCs a re  required by fede ra l law to geographica lly

8 average inters ta te  ra tes  and, for a ll practica l purposes, a re  forced to do the  same with intrasta te

9 ra tes . Thus, an INC is  unable  to pass  any unreasonably high origina ting switched access  ra tes

10 back to the  ca lling pa rty, which means  tha t consumers  rece ive  no marke t s igna ls , in the  form of

11 higher prices  from IXCs subj act to higher CLEC access  ra tes , to switch to CLECs or ILE Cs who

12 charge lower access rates.

1 3 For te rmina ting access , the  LEC possesses  the  bottleneck ne twork e lement which

14 prevents  the  opera tion of marke t forces . For example , if an INC's  cus tomer seeks  to make  a  toll

15 ca ll to a  pa rty rece iving loca l exchange  se rvice  from a  LEC, the  LEC collects  te rmina ting access

16 from the  INC for use  of the  LEC's  ne twork to comple te  the  toll ca ll. The  INC ca rrying the  ca ll

17 has  no a lte rna tive , the  ca ll must be  de live red to the  LEC whose  customer is  rece iving the  ca ll.

18 As such, markets  a lone  are  incapable  of disciplining intrasta te  access ra tes .

1 9 High switched access ra tes a lso engender arbitrage . Carriers  tha t receive  access charges

20 have  an incentive  to increase  volumes . The  recent, highly publicized "tra ffic pumping" schemes ,

21 which a re  des igned to drive  mass ive  volumes of tra ffic to adult cha t lines  and s imila r se rvices

22 (such as  free  conference  ca ll offe rs) via  rura l LECs with high switched access  ra tes , se rve  to

23

24 8
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1 highlight the  pote ntia l for a buse .3 Conve rse ly, ca rrie rs  tha t pa y a cce s s  cha rge s  ha ve  a n ince ntive

2 to e va de  the m. High switche d a cce s s  ra te s  cre a te  a n ince ntive  for "buying" ca rrie rs  to a s se rt

3 cla ims tha t ce rta in types  of toll tra ffic a re  subject to reciproca l compensa tion ra ther than access

4 cha r e s  or to gene ra te  " hansom" tra ffic tha t is  difficult or lm poss ible  to a ss t n to a  `urisdiction.g g p p g J

5 Reforms tha t bring switched access  ra tes  closer to cost will reduce  the  incentive  for such abuse

6 and arbitrage.

7 At the  fe de ra l le ve l, the  FCC ha s  ta ke n se ve ra l s te ps  to re duce  inte rs ta te  a cce ss  cha rge s .4

8 Severa l s ta tes have  followed the  FCC's lead. In each sta te , the  commission uses intersta te  access

9 ra tes  as  a  benchmark for intras ta te  ra tes . This  approach takes  advantage  of two facts : (i) the

10 FCC has  a lready reduced the  implicit subsidies  in inte rs ta te  ra tes  and (ii) the  cos t of switching a

11 call, whether it is  subject to intrasta te  or intersta te  access charges, is  the  same. These  sta tes have

12 a lso typica lly a llowe d ca rrie rs  to re cove r the  los t a cce ss  re ve nue s  through re ba la nce d ra te s  or

13 e xplicit unive rs a l s e rvice  s ubs idie s . To ta ke  a  fe w e xa mple s :

14

15

16

17

switched access  ra te  for origina ting and tennina ting intraLATA toll ca lls  is  to be  reduced
effective  January 1, 2008 to the  level of intersta te  access ra tes  (in effect as  of January 1,
2006) for a  s ta te -wide  average  of only $00183 pe r minute  to origina te  or tennina te  an
in-s ta te  long dis tance  ca ll.5 Section 17.11.10.6 provides  tha t the  s ta te 's  universa l se rvice
fund is  to "include ] the  implementa tion of a  specific, predictable  and sufficient support
mechanism that reduces intrastate  switched access charges to intersta te  switched access
charge  levels in a  revenue-neutra l manner and ensures universa l service  in the  s ta te ."

18

•

19

20

The  Ne bra ska  P ublic S e rvice  Commiss ion a lso a dopte d pa rity with the  inte rs ta te  ra te
s tructure  a s  its  goa l. Inve s tiga tion into Intra s ta te  Acce s s  Cha rge  Re form, App lic a tion
No. C-1628, 1999 WL 135116, *4 (Ne b. P .S .C., J a n. 13, 1999). Tha t com m is s ion
re cognize d tha t "[d]ue  to the  ope ning of ILEC ma rke ts  to compe tition, this  s ubs idiza tion
pra ctice  [in intra s ta te  a cce s s  cha rge s ] is  no longe r de s ira ble ." Id. a t *2. The  commis s ion

2 1

22

23

3 See In re Establishing Just & Reasonable Rates for Local Exchange Carriers,Notice of Proposed
Rulemaking, 22 F.C.C. Rod. 17989 (2007).
4 See response to Question7 infra .
5 The referenced per minute rate based on using the NECA ATS rate as a proxy for rural ILEC interstate
switched access.

24 9
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3

furthe r found tha t "[t]he  los t support" re sulting from reductions  in intra s ta te  access
charges "may, over a  reasonable  period of time, be  replaced through increases in ra tes
and by s ta te  and fede ra l unive rsa l se rvice  funds ." Id. Beginning in 1999, the  Nebraska
commiss ion implemented a  multi-yea r re form, and the  average  rura l ILEC ra tes  in the
sta te  a re  now approximate ly $0.02 per minute .

4 •

5

In Maine , a ll cante rs  a re  required to true -up the ir intras ta te  ra te s  to inte rs ta te  pa rity eve ry

before  every two years  ... a ll loca l exchange  ca rrie rs  sha ll rees tablish intras ta te  access
ra tes tha t a re  less  than or equal to the  intersta te  ra tes  for tha t carrier").6

6

7

8

9

Likewise , Kansas requires that access fees charged by rura l te lephone companies be

("Subject to the  commiss ion's  approva l, a ll loca l exchange  cante rs  sha ll reduce  intras ta te
access  charges  to inte rs ta te  leve ls  a s  provided he re in.... The  commiss ion is  authorized
to rebalance local residentia l and business service  ra tes to offset the  intrasta te  access and
toll charge  reductions .") .

1 0

1 1

1 2

13

1 4

In New Hampshire , a lthough sta te  law does not mandate  intrasta te  access ra te  reductions
to intersta te  levels, "as soon as possible  after each significant decrease  of intersta te  access
charges  by the  federa l government," the  commission is  to "consider corresponding
reductions in intrasta te  access charges, taking into account both the  disadvantages to
customers of intrastate access charges that exceed interstate access charges and the
disadvantages to customers  of increases  in charges  for basic se rvice ." N.H. Rev. S ta t.

and increasing basic monthly service  charges" for LECs whose  intrasta te  access charges
are  above the  sta te  median and whose basic monthly service  charges are  below the sta te
median for ca rrie rs  with s imila r numbers  of te lephones . Id.

1 5

1 6

1 7

In Indiana , if a  provider's  ra tes  and charges for intrasta te  switched access  service  a re  a t
issue  in a  proceeding before  the  commission or "included in inte rconnection agreement or
a  s ta tement of te rns  and conditions  the  commiss ion is  authorized to review or approve ,"
"the  commiss ion sha ll consider the  provider's  ra tes  and charges  for intras ta te  ... access
service  to be  just and reasonable  if the  intrasta te  ra tes  and charges mirror the  provider's

1 8

1 9

20

2 1

22

23

24

6 In Ma ine , prior to  the  initia l re ce ipt of s upport from  the  Unive rs a l S e rvice  Fund, a  rura l LEC m us t

1 0
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inte rs ta te  ra te s  a nd cha rge s ." IC 8~1-2.6-1 .5.7 The  India na  commiss ion cre a te d the
India na  Unive rsa l S e rvice  Fund a s  a  re ve nue  re pla ce me nt fund to a ddre s s  re ve nue  los t by
a  e a rNe r a s  a  re sult of intra s ta te  a cce ss  re ductions  ca use d by ma nda tory mirroring of
inte rs ta te  ra te s , the  docke t include d a  minimum loca l ra te  a s  pa rt of the  ra te  re ba la ncing.
S e e  Re  Unive rs a l S e rvice  Re form, Ca us e  No. 42144, 2004 WL l1703 l5  (Ind.  Util.  Re g.
Com m 'n,  Ma r.  17 ,  2004).

4
AT&T propos e s  tha t this  Commis s ion ta ke  the  s a me  s tra ightforwa rd a pproa ch he re . The

5
Commis s ion s hould e s ta blis h proce dure s  to re quire  a ll LECs , incumbe nts  a nd compe titors  a like ,

6
to re duce  intra s ta te  switche d a cce ss  cha rge s  to the  le ve l of the  corre sponding inte rs ta te  ra te s  a s

7
de ta ile d he re in. In a ddition, the  intra s ta te  ra te  s tructure  for a ll a cce s s  cha rge s  should mirror the

8
s tructure  a t the  fe de ra l le ve l. Ca rrie rs  s hould the n be  give n the  opportunity to re cove r thos e

9
re ve nue  re ductions  through incre a se d re ta il ra te s a nd, in ce rta in circums ta nce s , the  Arizona

10
Unive rs a l S e rvice  Fund (a s  de s cribe d in S e ction II be low).

11
B. Response to Staff Questions

12
1.

13
Do you believe that the Commission ought to res fmeture access charges? Please
ex lain our res once.p y p

14 Ye s . As  de ta ile d a bove , intra s ta te  s witche d a cce s s  cha rge s  in much of Arizona  a re  we ll

15 a bove  the  corre sponding cha rge s  a t the  inte rs ta te  le ve l a nd in othe r s ta te s . S uch high cha rge s

16

17

18

19

20

2 1

22

23

7 In the same vein, other states have adopted a parity requirement for camlets electing price or alternative

include a proposal "for reducing the local exchange carrier's average intrastate  access service rates to the
local exchange carrier's average interstate  access service rates", the time frame allowed for the reduction

rates for utilities e lecting price  regula tion may not exceed their intersta te  ra tes for similar services, the
time frame for accomplishing parity depends on the number of access lines in use), Ga. Code Arm.

no higher than for intersta te  access, the  time frame for implementing the parity requirement depends on

alte rna tive  regula tion, the  provider must "adjust its  ra tes for intrasta te  switched access ... to the  extent
that such elements correspond to the rates for interstate  access, so that those rates wit] be in parity with its
ra tes for intersta te  switched access a t the  time of the  entry into the  plan"). See also NV ADV

funds, "[i]ts ra tes for intersta te  and intrasta te  switched access must be  in parity, or the  small provider must
agree to carry out a  plan approved by the Commission designed to achieve parity for those ra tes within
the  time specified by the  Commission").
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I re flect anachronis tic implicit subs idie s , which a re  handful in today's  compe titive  environment.

2 In comments  filed with the  FCC, this  Commiss ion has  recognized the  need for reborn in the  a rea

3 of inte rca rrie r compensa tion, including the  exis ting switched access  s tructure .8 AT&T

4 respectfully submits  tha t it is  necessa ry and appropria te  for this  Commiss ion to act by taking a

5 measured step as proposed herein, especia lly in the  absence of significant progress on

6 comprehensive  re form a t the  FCC.

7 W71at recommendation to the Commission would you make regarding now
intrastate access charges should be reformed?

8

The  s tability of the  current sys tem of ra tes  and support for bas ic voice  se rvices  in high-
9

cos t a re a s  de pe nds  on a ddre s s ing the  im plic it s ubs idie s  in  intra s ta te  s witche d a cce s s  cha rge s .
10

The  Commiss ion should reduce  the  implicit subs idies  currently imbedded in intras ta te  switched
11

access  charges and replace  them as appropria te  with explicit recovery mechanisms. Severa l
12

sta tes  have  reformed access charges by requiring ILE Cs and CLECs to lower the ir intrasta te
13

access  ra tes  to the  leve l of inte rs ta te  access  ra tes . AT&T proposes tha t this  Commission adopt
1 4

the  same approach and tha t it a lso require  ILE Cs and CLECs to mirror intersta te  ra te  s tructures
15

as detailed herein. Carriers should have the opportunity to recover the resulting reductions in
l6

access  revenues through increases  to re ta il ra tes . For ILE Cs tha t have  COLR obliga tions,
17

revenue  recovery may include  an intrasta te  access  replacement universa l service  funding
lb

mechanism for the ir mea l and high-cost a reas , a s  is  furthe r discussed in Section II be low. To
19

mainta in access  ra te  uniformity, the  Commission should require  tha t future  changes  in a  ca rrie r's
20

intersta te  access ra tes be  reflected in the  same carrier's  intrasta te  ra tes.
2 1

22

23 8 Reply Comments of the Arizona Corporation Commission, In the Matter of Developing a Unu'ied In tercarrier
Compensation Regime, CC Docket 01-92, p. 1.

24
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1 Would you recommend the Commission address both switchedand special access
in an access charge reform proceeding? If your response it yes, please explain.

2

No. The  Commiss ion should focus  on intra s ta te  switched access  with the  objective  of
3

reducing implicit subsidies , and offse tting the  resulting loss  of revenues  through increased
4

flexibility in re ta il ra tes , increases  in s ta te  unive rsa l se rvice  funding, and othe r support
5

mechanisms  a s  appropria te . This  will re sult in more  economica lly ra tiona l price s  for switched
6

te le phone  s e rvice s .
7

Specia l access services, meanwhile , comprise  a  very different se t of services tha t a re
8

subject to a  different se t of market forces. For example , as  described above  a  switched-access
9

INC does  not control the  numbers  tha t its  cus tomer will dia l. It ha s  little  choice  but to de live r its
10

customer's  ca ll to the  number dia led and to incur wha tever te rmina ting access  charges  apply. By
11

contras t, a  specia l access  facility corrects  two points  tha t a re  de fined by the  buyer up front.
12

Given the  controls  of the  marke t, there is no need to address special access services here and any
13

a ttempt to do so would needless ly complica te  and de lay the  implementa tion of urgently needed
14

reforms in the  switched access arena .
15

16
What is your current recommendation to the Commission on how recess charges
should be reformed?

17 As AT&T discussed in Section I.A above , and in response  to Questions  1 and 2, intras ta te

18 switched access charges should be reduced to the  level of the  corresponding intersta te  ra tes as

19 de ta iled here in.

20

2 1

Please update your response to the questions and issues contained in the 12-3-0]
Procedural Order in Docket No. T-00000A-00-0672 to the extent you feel trey
should be updated.

22 The  essence  of AT&T's  comments  filed in Docke t No. T-00000A_00-0_72 is  cons is tent

23 with the  recommenda tions  offe red he re . To take  the  leading example , AT&T previous ly

24
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1 recommended that intrasta te  switched access ra tes should mirror intersta te  switched access ra tes,

2 and tha t the  exis ting ILEC switched access  ra tes  should be  utilized as  a  cap. Those

3 recommenda tions  a re  consis tent with AT&T's  present proposa l to reduce  intras ta te  switched

4 access  ra tes  to the  leve l of the ir inte rs ta te  counterparts . To the  extent tha t any e lements  of

5 AT&T's  pre vious  comme nts  a re  incons is te nt with a ny of AT&T's  curre nt proposa ls , AT&T's

6 current comments  should control.

7 How would the FCC 's proceeding to reform intercarrier compensation af'ect the
ACC 's actions to reform intrastate access charges?

8
Since  issuing its  pending inte rcarrie r compensa tion proceeding found a t CC Docke t

9
No. 01-92 in 2001 ,9 the  FCC has ye t to adopt comprehensive  inte rcarrie r compensa tion re form.

10
Although AT&T is  s teadfas t in its  view tha t the  FCC and/or Congress  should implement

11
inte rca nie r compe ns a tion re fonn a s  quickly a s  pos s ible , a nd tha t the  Mis s oula  P la n is  the

12
appropria te  framework for doing so, a t this  juncture  the re  is  nothing to indica te  tha t the  FCC or

13
Congress intends to act any time soon. Indeed, given the  upcoming federa l e lections , the issues

14
tha t are  a lready on the  FCC's agenda, and the  complexitie s  of cra fting comprehensive  na tiona l

15
solutions  to these  issues , it is  unlike ly tha t the  FCC or Congress  will issue  meaningful re forms in

16
the  ne a r te ll.

17
The lack of progress  on comprehensive  re form a t the  na tiona l leve l provides  an

18

opportun ity-a nd , in fa ct, a  press ing need-for the  s ta tes  to take  a  s tep a n d a c t o n a cce s s a n d
19

universa l se rvice  re form a t the  intras ta te  leve l. The  Commiss ion's  comments  opposing the
20

Mis s oula  P la n ma ke  cle a r tha t this  Commis s ion "re cognize s  tha t re form is  ne ce s s a ry in this
2 1

area ," and a lso acknowledges tha t "intrasta te  access  charges and ... reciproca l compensa tion
22

23 9 In re  Developing a  Unified In tercarrier Compensation Regime, CC Docket No. 01 -92, FCC 05-33,
Further Notice  of P roposed Rulemaking (re leased March 3, 2005)("FNPRM").

24
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1 ra tes  a re  a reas  within the  jurisdiction of S ta te  commissions . Several states have also,,10

2 implemented access charge  reforms and this  Commission should do the  same.

3 Do you believe that the carrier common line switched access charges ought to
exist? Please provide your rationale for your position on this matter.

4

No. Regula tors  a t the  s ta te  and federa l leve ls  have  recognized the  need to e limina te  the
5

ca rrie r common line  ("CCL") s witche d a cce s s  cha rge . By wa y of its  CALLS ", MAG" a nd
6

CLEC Access  3 orders , the  FCC acknowledged the  subsidies  inherent in the  CCL, the  CCL's
7

de trimenta l e ffect on compe tition, and the  incompa tibility of the  CCL with the  compe titive
8

marke tplace  and with the  requirement for explicit unive rsa l se rvice  support.
9

1 0

Do you think that the notion of implicit subsidies ought to be a component of any
analysis tar the Commission conducts?

11 Absolute ly. The  driving need for access  re form in this  S ta te  is  the  fact tha t implicit

12 subsidies  continue  to be  included within the  intras ta te  switched access  charge  s tructure . Under

13 its  CALLS, MAG and CLEC Access  orde rs , the  FCC sought to minimize  the  subs idie s  inhe rent

14 in inte rs ta te  switched access . The  diffe rence  tha t now exis ts  be tween intrasta te  and inte rs ta te

15 switched access  charges  (i.e ., leve l and s tructure) is  a ttributable  to the  presence  of implicit

16 subsidies . The  Commiss ion should take  a  measured s tep toward e limina tion of implicit subs idies

1 7

1 8

1 9

20

2 1

22

10 Id.
11 Access Charge Reform, Price Cap Performance Review for Loeal Exchange Carriers, CCDocket
Nos. 96-262 and 94-1, Sixth Report and Order, Low-Volume Long-Distanee Users,CC Docket
No. 99-249, Report and Order,Federal-StateJoin.Board on Universal Service, CCDocket 96-45,
Eleventh Report and Order, 15 FCC Red. 1292, 12965 ("CALLS Order"),
12Multi-Association ("A/L4G ") Plan for Regulation oflnterstate Services of Non-Priee Incumbent Local
Exchange Carriers and Interexchange Carriers, CCDocket No. 00-256, Second Report and Order and
Further Notice of Proposed Rulemaking, Federal-State Join Board of Universal Service, CC Docket
No. 96-25, Fifteenth Report andOrder, Access Charge Reform for Incumbent Local Exehange Carriers
Subject to Rate-of-Return Regulation, CCDocket No. 98-77, Report and Order,Prescribing the
Authorized Rate of Return From Interstate Services of Local Exehange Carriers, CCDocket No. 98-166,
Report and Order, 16 FCC Rod. 19613 ("MAG Order").
13In re Access Charge Reform and Reform of Charges Imposed by Competitive Local Exchange Carriers
Seventh Report and Order and Further Notiee of ProposedRulemaking, CC Docket No. 96-262 ("CLEC
Access Order")

8.
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1 a t the  intra s ta te  le ve l (jus t a s  the  FCC ha s  done  a t the  inte rs ta te  le ve l a nd a s  se ve ra l othe r s ta te s

2 ha ve  done ) by re quiring LECs ' intra s ta te  switche d a cce s s  ra te s  to mirror the ir inte rs ta te  a cce s s

3 ra te s  a s  de ta ile d he re in.

4

5

Do you believe that the AUSF ought to pick up any revenue reduction that may
occur as a result of the reform of access charges? Please provide the rationale
for your response.

6 The  Commiss ion should continue  to prese rve  universa l se rvice  in rura l and high-cost

7 areas, and to tha t end it should consider the  use  of explicit recovery mechanisms to replace  the

8 e limina tion of implicit subs idie s  from intra s ta te  switched access  cha rges . See  Section II be low.

9 Can-ie rs  should have  the  opportunity to recover revenue  reductions  firs t through flexibility in

10 re ta il ra te s  be fore  AUSF support is  cons ide red. For example , a  maximum ra te  could be

11 a uthorize d with "he a droom" to a djus t for de mons tra te d re ve nue  re ductions . For ILE Cs

12 performing COLR functions , it may a lso be  appropria te  to cons ide r high-cos t support where  such

13 support is  needed to mainta in a ffordable  ra tes  for basic se rvice  in rura l and high-cost a reas . As

14 necessa ry, the  Commission may need to modify its  exis ting rules  and/or adopt diffe rent

15 a djus ta ble  ra te  s tructure s  to pe rmit the  pricing fle xibility ne ce s sa ry to a ccommoda te  the  re ve nue

16 re ba la nc ing .

17 10.

18

If you believe that the AUSF ought to pick up any revenue reduction that may
occur as a result of the reform of access charges, what parameters would you
implement to determine what amount ought to be picked up by the AUSF?

19 In lowering price -regula ted ILE Cs ' intras ta te  switched access  ra tes  to inte rs ta te  leve ls ,

20 ILE Cs should firs t be  a llowed to make  reasonable  increases  in the ir basic loca l se rvice  ra tes  to an

21 appropria te  ra te  benchmark. Portions of the  access  reductions which a re  not recovered through

22 such ra te  increases  should be  explicitly recovered through the  AUSF for ca rrie rs  tha t have  COLR

23 obliga tions .

24
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1 11.

2

How would you quantity the reductions? Please explain your response to include
items such as whether the AUSF amount would be based on current year switched
access minutes, on current year access revenues, nistorieal year access minutes,
nistorieal year access minutes, etc.

3
The Commission should establish a  base-year period tha t predates  a  Commission order,

4
such as  2007. Carrie rs  would use  the ir base-period demand and revenue  to de termine  how much

5
intras ta te  switched access  revenue  would need to be  recovered. To illus tra te , if the  ca rrie r's

6
intrasta te  te rminating switched access ra tes  were  reduced by 10 cents  per minute , and it had

7
50,000 terminating minutes in the  base  year, the  revenue to be  replaced would be  $5,000. See

8
a ls o S e ction H.B, Que s tion 12.

9
12.

10
Provide an estimate of the effect on access revenues for your company zfaccess
charges are reformed in the manner that you recommend to the Commission.

11 AT&T is  pre pa re d to provide  the  Commiss ion with the  proprie ta ry informa tion it would

12 ne e d to ma ke  judgme nts  a bout a cce s s  ra te  re form a nd re ve nue  re ba la ncing. Howe ve r, such

13 informa tion is  highly se ns itive  a nd mus t be  prote cte d from AT&T's  compe titors . To pe rmit a ll

14 carrie rs  to make  meaningful disclosures , the  Commiss ion should firs t take  the  following s teps :

15 de te rmine  which ca mle ts  s hould provide  the  re que s te d informa tion,

16 ente r a  protective  orde r to cove r compe titive ly sens itive  informa tion, and

17

18

provide  clea r direction to ca rrie rs  regarding the  source  and compila tion of da ta , so tha t
each ca rrie r provides  comparable  informa tion tha t will a llow for "apple s -to-apple s"
ana lys is .

19 13.

20

For companies that provide access service, please provide the dollar amount of
revenues from intrastate switched access charges that you received by rate
element, by month, for the period July 1, 2006 through June 30, 2007.

2 1 AT&T is  pre pa re d to provide  the  Commiss ion with this  informa tion. Howe ve r, the

22 inform a tion is  highly s e ns itive  a nd proprie ta ry. To pe rm it a ll ca m le ts  to m a ke  m e a ningful

23

24 17



1

4
\

1 disclosures , the  Commission should firs t take  the  s teps  outlined in response  to Question 12

2 above.

3 14.

4

For companies tnatpurcnase access service, please provide the dollar amount of
the payments for sweetened access charges that you made (by company, rate
element, and by month)for ire period July I, 2006 trough June 30, 2006.

5 AT&T is  pre pa re d to  provide  the  Commis s ion with this  informa tion. Howe ve r, the

6 informa tion is  highly s e ns itive  a nd proprie ta ry. To pe nni a ll ca nte rs  to  ma ke  me a ningful

7 disclosures , the  Commission should firs t take  the  s teps  outlined in response  to Question 12

8 above.

9 15. Should additional considerations be taken into account wren restructuring and/or
setting access charges for small rural carriers? Please explain your response.

10
Ye s . S ma ll rura l ca nte rs  s e rve  high-cos t a re a s  a nd ofte n obta in a  gre a te r s ha re  of the ir

11
re ve nue  from a cce s s  cha rge s  tha n la rge r or urba n ca rrie rs . The re fore , a cce s s  re form ca n ha ve  a

12
gre a te r impa ct on s uch ca rrie rs . To the  e xte nt tha t da ta  s hows  this  e ffe ct, the  Commis s ion ma y

13
make  certa in judgments  regarding:

14

(1) the  a mount of a cce s s  re ve nue  tha t s hould be  re ba la nce d into re ta il ra te s
15

ve rs us  a n a cce s s  re pla ce me nt, or high-cos t, AUS F me cha nis m, a nd
16

(2) if a  tra ns ition pe riod is  a ppropria te , whe the r the  dura tion of a  tra ns ition
17

pe riod s hould be  prolonge d for s ma ll rura l ca rrie rs .
18

16.
19

Please comment on any other issues you believe may be relevant to the
Commission's examination of intrastate access charges.

20 Ne ithe r a cce s s  re form nor unive rs a l s e rvice  re form ca n be  a ccomplis he d without the

21 other. The  his torica l and na tura l linkages  of these  two a reas  (and the ir re la tion to legacy

22 subsidies) must be  addressed in a  coordinated and comprehensive fashion.

23
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1 17. Are there other issues besides the rate restructuring and costing issues raised
herein that should be addressed by the Commission in this Docket?

2
It is  pos s ible  tha t othe r is sue s  ma y be  ra is e d by othe r pa rtie s  in the ir comme nts  or ma y

3
a ris e  a s  ne w ma rke t or re gula tory de ve lopme nts  occur. AT&T ma y a ddre s s  othe r is s ue s

4
inte rre la te d to a cce ss  ra te  a nd AUS F re form a s  the y a rise .

5
18.

6
Are there other State proceedings and/or decisions that you would recommend the
Commission examine in this docket? Please attach any relevant State commission
decisions to your comments.

7
As previous ly mentioned, the  FCC's  CALLS, MAG and CLEC Access  orde rs  a re  use ful

8
re source s  in unde rs ta nding the  ne e d for a nd the  pa th towa rd a cce s s  re born. In a ddition, s e ve ra l

9
othe r s ta te s  ha ve  use d inte rs ta te  a cce ss  ra te s  a s  a  ca p on intra s ta te  ra te s . The  a pplica ble  s ta te

10
rules and statutes are referenced in Section I.A above.

11
19.

12
One of the stated objectives of the Qwest Price Cap Plan was to achieve parity
between interstate and intrastate access charges. Is this something that should be
looked at by the Commission in this proceeding?

13
De finite ly. As  pre vious ly dis cus s e d he re in, AT&T propos e s  tha t intra s ta te  s witche d

14
a cce ss  cha rge s  be  lowe re d to mirror inte rs ta te  a cce ss  cha rge s  in te rns  of le ve l a nd s tructure  a s

15
deta iled here in. As Qwest is  in the  midst of a  three-year access  ra te  re form program, the

16
Commission should add tha t, a t the  earliest appropria te  time, Qwest's  intrasta te  switched access

17
charges should be further reduced to interstate levels. At that time, Qwest should be given the

lb
pric ing fle xibility tha t will a llow it to  re cove r a cce s s  re ve nue  re ductions . Only the n will a ll

19
Arizona  LECs  ope ra te  on the  s a me  le ve l pla ying fie ld for a cce s s  s e rvice s .

20

20.
2 1

Parties who desire that switched access charges be reformed often state that
switchedaccess charges in general, and the CCL rate element in particular,
contain implicit subsidies. Do you agree with this statement?

22
Yes, as discussed in the  Background to this  section, and in response  to Questions 1 and 7.

23
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1 21 . Do you believe that the Commission should quanty§» implicit subsidies:

2 4) Ar all?

3 No. There  is  no need for this  Commiss ion to engage  in a  de ta iled ana lys is  or ra temaking

4 to quantify the  amount of implicit subsidies  conta ined in current intras ta te  switched access  ra tes .

5 Such an ana lys is  would be  extreme ly difficult, time-consuming, cos tly and would unduly de lay

6 the  implementa tion of re forms tha t a re  urgently needed now. The  Commiss ion should ins tead

7 take  the  s tra ightforward approach of following the  actions  a lready taken by the  FCC to reduce

8 implicit subs idies , by lowering a ll LEC intras ta te  switched access  ra tes  to inte rs ta te  leve ls  and

9 requiring that intrasta te  switched access ra tes be  structured in the  same manner as intersta te

10 access  ra tes  as  de ta iled he re in. LECs utilize  the  same  ne twork functions  in the  provis ion of

11 intersta te  and intrasta te  switched access services. Any intersta te  and intrasta te  ra te  differences

12 are  unjus tified and ha rmful to the  Arizona  te lecommunica tions  marke t.

1 3 b) As part of this proceeding?

1 4 No. See  response  to part "a .79

1 5 c) As part of proceedings that address each carrier individually?

1 6 No. See  answer to pa rt "a .s o

1 7 22.

1 8

If you believe that the Commission should quantum implicit subsidies, what is the
appropriate cost standard to be used to determine whether access charges are
free of implicit subsidies ?

1 9 As sta ted in response  to Question 21, AT&T does not be lieve  it necessary or desirable  for

20 the  Commission to conduct laborious  and time-consuming cost ana lysis  to a ttempt to de te rmine

21 the  amount of implicit subsidies . Ins tead, as  a  measured s tep in inte rcanie r compensa tion

22 reform, the  Commission need only reduce  intrasta te  switched access ra tes  to the  corresponding

23 intersta te  ra te  levels  as  de ta iled here in.
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1 23. What issues do you believe should be addressed in a proceeding to determine
whether and to what extent intrastate access charges ought to be reformed?

2

The issues discussed herein should serve  as the  starting point for intrasta te  access reform.
3

AT&T may address  and/or recommend new issues  as  they a re  identified.
4

24.
5

6

Do you believe that there is a deference in the costs of providing interstate
switched aeeess service versus intrastate-switched access service? In your
response, please include a description of how costs are defined in your response
and how those costs relate to costs allocated to the in trastate jurisdiction under
the FCC's current rules.

7

No. Arizona  LECs  utilize  the  same  ne twork functions  in the  provis ion of inte rs ta te  and
8

intrasta te  access  services . Any inte rs ta te  and intrasta te  ra te  diffe rences a re  unjustified and
9

ha rmful to the  compe titive  Arizona  te lecommunica tions  marke t.
1 0

25. Should the Commission address CLEC access charges as part of this Docket?
11

Yes, as sta ted in response to Question 1 above, the  Commission should reform access
1 2

charges  for a ll LECs in Arizona . With respect to CLECs, high access  charges  constitute  an
13

e xorbita nt subs idy flowing from the  Arizona  toll ma rke t to individua l CLECs . The se  CLECs  a re
14

using high access  charges  to shift costs  onto the ir competitors  (both ILE Cs and IXCs). And as
1 5

discussed in Section I.A above , marke t forces  a lone  a re  not sufficient to discipline  such charges .
1 6

11. Univers a l Service  Is s ues
1 7

A. Background
1 8

As noted above , his torica lly unive rsa l se rvice  was  funded by va rious  implicit subs idie s
1 9

embedded in the  ra te s  of the  loca l exchange  ca rrie r. Implicit subs idies  were  previous ly
20

sustainable because a  carrier could charge some consumers (such as urban business customers)
2 1

ra tes for local exchange and exchange access service  tha t s ignificantly exceeded the  cost of
22

providing se rvice  and then use  the  ra tes  pa id by those  customers  to implicitly subsidize  se rvice  to
23
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1 othe rs . But, in today's  compe titive  marke ts , implicit subs idie s  can no longe r be  sus ta ined. A

2 carrie r tha t a ttempts  to charge  ra tes  s ignificantly above  cost to one  class  of customers  will lose

3 many of those  customers to a  competitor, because  ra tional new competitors  can ta rge t service  to

4 more  profitable  cus tomers  without having to build into the ir ra tes  the  types  of cross-subsidies

5 tha t have  been required of incumbent ca rrie rs  tha t se rve  a ll cus tomers . Such price  competition is

6 beneficia l to cus tomers , but a lso means  tha t competitors ' entry into the  lowest cos t, highes t profit

7 marke t segments  will dismantle  the  pilla rs  of implicit subs idies  (high access  charges , high prices

8 for business services, and the  averaging of ra tes over broad geographic areas) resulting in a

9 destabilized universa l se rvice  funding base .

1 0 Universa l se rvice  fund ("USF") support mechanisms a re  thus  founded on the  recognition

11 tha t while  unive rsa l se rvice  remains  a  des irable  public policy, implicit subs idies  a re  no longer a

12 sus ta inable  way to achieve  tha t policy in today's  hyper-competitive  te lecommunica tions  marke ts .

13 Thus , in today's  competitive  environment, explicit support mechanisms, funded in an equitable

14 and nondiscrimina tory manner by a ll providers  and a ll customers , a re  necessary to replace  the

15 loss  of implicit subs idies  and a llow for the  continua tion of a ffordable  and reasonable  priced

16 unive rsa l se rvice .

1 7 Often, when asked to describe  what a  Universa l Service  fund should be , a  respondent lis ts

18 the same series  of adjectives , such a s  "compe titive ly neutra l," "explicit," "cos t~based" and

19 "revenue  neutra l.75 The  diffe rences  lie  in how to prope rly apply those  broad policy goa ls  in

20 practice . AT&T examines  those  issues , and S ta ffs  ques tions , unde r the  following gene ra l

21 subjects : (i) wha t should be  funded, (ii) who should rece ive  USF support and (iii) where  the

22 funds should come from.

23 1 . Wha t Is  Funde d
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1 The threshold question is  to decide  what the  Fund should support. As discussed above ,

2 the  AUSF should be  designed to explicitly recover portions  of intras ta te  access  ra te  reba lancing

3 not recovered through reasonable  re ta il ra te  increases . AT&T a lso supports  utilizing the  AUSF

4 to support providers  se rving as  carrie rs  of las t resort in high-cost a reas  where  such support is

5 needed to mainta in a ffordable  ra tes  for basic service .

6 Under this  la tte r "high-cos t support" approach, a  ca rrie r's  support should be  de te rmined

7 by computing its  revenue  requirement whereby the  ca rrie r would recover the  cos t of plant

8 extension or build-out to unnerved areas  over the  life  of the  asse ts . Thereafte r, each year, for

9 each supported ca rrie r, the  ca rrie r's  support would be  de te rmined by (i) the  ca rrie r's  revenue

10 requirement as  deve loped by a  cost model, (ii) the  amount of federa l universa l se rvice  high-cost

11 support the  camle t rece ived (if any), and (iii) the  revenues  a ttributable  to the  customer through

12 the  ca rrie r's  re ta il ra te s  a s  de fined by the  high-cos t benchmark. The  camle t would rece ive  in

13 AUSF support the  difference  be tween the  carrie r's  revenue  requirement on the  one  hand and

14 funds rece ived in federa l USF high-cost support plus  re ta il revenues on the  other. The  process

15 would be  s imila r in many ways  to the  concept proposed by ALECA.

1 6 In re s tructuring the  AUSF, the  Commiss ion should ensure  tha t ca rrie rs  rece iving AUSF

17 funding do not rece ive  duplica ted support for the  same costs  or facilitie s  from the  federa l USF.

18 AT&T's  proposed high-cos t dis tribution methodology addresses  this  issue .

1 9
2. High-Cos t Support Should  Be  P rovided  Only to  Ca rrie rs  of Las t

Res ort20

2 1 To the  extent tha t the  AUSF is  a lso used to provide  high-cost support, such support

22 should be  limited to ca rrie rs  mee ting a  specific se t of crite ria , including a  requirement tha t the

23 carrie r accept the  obliga tion to se rve  as  a  COLR: tha t is , the  requirement to be  ready and able  to

24 23



1 provide  a  specified leve l of basic se rvice  to a ll customers  in its  designa ted a rea . Camlets
14

2 should be  free  to use  a lte rna tive  technologies  to meet the ir COLR obliga tion, so long as  the

3 technology provided the  required minimum leve l of se rvice . The  bas ic leve l of se rvice  should

4

5 se rvice  would include , among othe r things : (i) voice grade access  to the  public switched

6 ne twork, (ii) loca l usage , (iii) access  to emergency se rvices , (iv) access  to opera tor se rvices  and

7 (v) access  to inte rexchange  se rvices . COLRs should a lso be  required to provide  Life line

8 (discounted ra te ) se rvice  to customers  having low incomes

It is  critica l tha t cos t support be  limite d to COLRs . Unive rsa l se rvice  is  a bout se rving

10 customers  tha t a re  not profitable  (because  the  cost of providing service  would exceed an

11 affordable  ra te ) and such customers  would not rece ive  se rvice  absent some support. A cante r

12 tha t does not serve  as  a  COLR will s imply pick and choose  those  customers  tha t it deems

13 profitable  and ignore  those  cus tomers  tha t it finds  unprofitable . P roviding support to those

14 cante rs  re sults  in le ss  rea l public bene fit (because  non-COLR ca rrie rs  will s till not extend se rvice

15 to the  highest-cost, unprofitable  customers  where  support is  needed most) and more  windfa lls

16 (where  the  non-COLR rece ives  a  subsidy for se rving a  cus tomer it would have  profitably se rved

17 anyway). Furthe r, the  cante r tha t does  undertake  the  COLR obliga tion is  disadvantaged if

18 subsidies  a lso go to competing camle ts  tha t serve  only profitable  customers

19

20

23
On the other hand, to the extent the AUSF is structured simply to replace the implicit subsidies that are

removed from access revenues, all ILE Cs that reduce their access charges as a result of access reform
could technically be eligible for AUSF support
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1 3.

2

Arizona USF Funding Should Be as Broad-Based as Possible, Should
Be Competitively Neutral, and Over the Longer Term Should Mirror
Any Future Changes to the Federal USF Contribution Methodology.

3 The  funds  to be  used for universa l se rvice  support should come from a ll

4 te lecommunica tions  providers  and customers , on an equitable , non-discrimina tory and

5 compe titive ly neutra l bas is . Fede ra l law manda tes  tha t "[e ]ve ry te lecommunica tions  ca rrie r tha t

6 provides  intras ta te  te lecommunica tions  se rvices  sha ll contribute , on an equitable  and

7 nondiscrimina tory bas is" to the  prese rva tion and advancement of unive rsa l se rvice . 47 U.S .C.

8

9 the  public te lecommunica tions  ne twork, so a ll providers  and a ll consumers  should bear the ir fa ir

10 shoe  of the  cos t of ma inta ining such se rvice  throughout Arizona .

11 The  exis ting AUSF contribution me thodology may impose  disproportiona te  burdens  on

12 ce rta in ca tegorie s  of se rvice  provide rs . Currently, the  AUSF rule s  specify tha t one -ha lf of AUSF

13 funding is  to be  borne  by "Ca tegory 1" provide rs  (la rge ly loca l exchange  ca rrie rs  and wire less

14 canters), on the  basis  of access  lines  and inte rconnecting trunks, respective ly, and one-ha lf of

15 AUSF funding is  to be  borne  by "Ca tegory 2" se rvice  provide rs , i.e ., provide rs  of intra s ta te  toll

1 6

1 7

se rvice  (or othe r se rvice  provide rs  a s  pe rmitted under R14-2-l204(B)(3), on the  bas is  of

intras ta te  toll revenues  .15 Not only does  a  diffe rent contribution methodology apply depending

18 on the  type  of se rvice  provider and se rvice , but pe rhaps  more  importantly, the  50-50 a lloca tion of

19 AUSF funding re spons ibility may bea r no re la tionship to the  provide rs ' leve l of a ctivitie s  in

20 Arizona  re la tive  to one  anothe r, if such activitie s  were  uniformly measured.

2 1 As a  genera l ma tte r, AT&T be lieves  tha t the  contribution me thodology employed for the

22 AUSF (and a ll s ta te  USFs) should mirror tha t of the  federa l USF. Consis tency be tween federa l

23

15 See R14-2-1204.
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1 and s ta te  funds  facilita tes  ca rrie r adminis tra tion and compliance  within the  confines  of the

2 ca rrie rs ' sys tem limita tions . Ca rrie r fede ra l USF contributions  a re  currently based upon a

3 percentage  of inte rs ta te /inte rna tiona l re ta il (end use r) te lecommunica tions  revenues . However,

4 changes to the  federa l USF contribution methodology have  been under considera tion for some

5 time , specifica lly to move  to a  numbers- and connections-based contribution methodology.

6 AT&T supports  such a  change . There fore , if in the  future  the  FCC adopts  such a  contribution

7 me thodology, AT&T recommends  tha t the  Commiss ion review the  AUSF contribution

8 methodology to mirror any change  to the  FCC's  new contribution me thodology, and a llow a

9 reasonable  transition period to a llow carrie rs  to implement such a  change . Even before  the  FCC

10 acts , however, the  Commiss ion should consider implementing a  more  equitable  contribution

11 me thodology for the  AUSF. To tha t end, AT&T is  collecting more  da ta  and anticipa te s

12 providing a  more  re fined recommenda tion for such a  me thodology in the  next round of

13 comments .

14 B. Answers to Staff Questions

1 5 What should the  funa ' look like?

1 6 To the  extent tha t the  AUSF provides  high-cost support, the  AUSF should most

17 appropria te ly provide  support for cos ts , primarily loop and switching cos ts , to COLRs to a llow

18 for the  provis ion of basic se rvice  a t a ffordable  ra tes  in high-cost a reas . As described above ,

19 high-cos t support should be  ava ilable  only to ca rrie rs  tha t undertake  COLR obliga tions . For

20 non-rura l canters , the  ca lcula tion of costs  (to de termine  which areas  a re  high-cost a reas , and to

21 detennine  the  amount of support necessary to compensate  the  COLR) should be  done a t the  wire

22 center leve l (or a  smalle r geographic a rea). Costs  vary by geographic a rea , and if costs  a re

23 calcula ted over larger regions, some high-cost areas might be  missed because  they are  "averaged

24
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1 out" by lowe r-cos t a re a s  in the  s a me  re gion. The  ca lcula tion of cos ts  for a n e fficie nt ca rrie r

2 could be  linke d to the  FCC's  S ynthe s is  Mode l or to the  output of a  s ta te  s pe cific  mode l. For

3 rura l ca rrie rs , support should be  linked to the  ca rrie r's  annua l NECA loop cos t filing and

4 poss ibly USAC Loca l Switching Support da ta . The  AUSF support ca lcula tion should a lso

5 account for federa l USF high-cos t support payments  rece ived by a  ca rrie r to avoid duplica tion of

6 support: in essence , the  AUSF should support tha t portion of federa l USF costs  above  the

7 fe de ra l cos t be nchma rk, or s ta te  e s ta blishe d be nchma rk, tha t is  not a lre a dy supporte d a t the

8 federa l leve l.

9 What revenues should be assessed?

10 S e e  S e ction H.A.3 a bove  re ga rding the  AUS F funding me thodology.

11 What should the A USF reporting requirements be?

12 All contributors  to the  AUS F s hould be  re quire d to s ubmit a nd/or ma inta in for a udit

13 purpos e s  s uffic ie nt inform a tion to ve rify tha t the ir contributions  we re  corre c tly ca lcula te d. All

14 provide rs  tha t re ce ive  support should be  re quire d to submit a nd/or ma inta in for a udit purpose s

15 sufficie nt da ta  to ca lcula te  the  support due  a nd to e nsure  tha t the  a mounts  pa id to the m we re

16 corre ct: for e xa mple , the  numbe r of cus tome rs  s e rve d in high-cos t a re a s  multiplie d by the

17 a pplica ble  s upport a mounts  for thos e  a re a s . Ca rrie rs  ma y a ls o ne e d to re port cos t informa tion if

18 a dditiona l inform a tion is  re quire d be yond tha t a va ila ble  from  NECA a nd US AC. In  a ddition, if

19 the  AUS F is  s tructure d to se rve  a s  a n a cce ss  re ve nue  re pla ce me nt me cha nism, ca rrie rs  would

2 0 ne e d to provide  informa tion on the  cha nge  in the ir intra s ta te  a cce s s  ra te s  a nd the ir "ba se  pe riod"

2 1 intra s ta te  a cce ss  minute s .

22

23
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1 What should the rules befog companies serving high-cost areas?

2 It is  uncle a r wha t "rule s " a re  re fe re nce d by this  que s tion, To the  e xte nt the  Commis s ion

3 is  s e e king informa tion a s  to the  rule s  for re ce iving s upport, AT&T propos e s  tha t s upport be

4 limite d to e ligible  te le communica tions  ca rrie rs  tha t unde rta ke  the  COLR obliga tion in the

5 specified a rea . Furthe r, the  cam'e rs  should provide  the  required minimum leve l of bas ic se rvice

6 a s  de te rmine d by the  Commis s ion.

7 Should all carriers be treated the same regardless ofserviee area or technology
used?

8

Ge ne ra lly s pe a king, ye s , Howe ve r, the re  s hould be  m inim um  e ligibility thre s holds  for
9

re ce iving AUS F high-cos t s upport.  F irs t,  the  ca rrie r s hould provide  the  re quire d m inim um  le ve l
10

of s e rvice  a s  de fine d by the  Commiss ion, re ga rdle s s  of wha t te chnology it use s  to provide  tha t
11

s e rvice . S e cond, the  ca rrie r s hould be  re quire d to unde rta ke  the  obliga tion of be ing a  COLR in
12

a n a re a  or a re a s  de s igna te d a s  high-cos t by the  a dopte d cos t mode l or me thodology.
13

What revisions to the existing AUSF rules should be made?
1 4

The  Commis s ion s hould ma ke  re vis ions  to the  e xis ting AUS F rule s  to cle a rly s e t forth the
1 5

s upport s tructure  de s cribe d a bove . In pa rticula r, the  Commis s ion s hould a dopt rule s  s pe cifying
16

(i) the  me thod for de te rmining the  appropria te  surcha rge , (ii) the  me thod for de teniiining which
1 7

areas  a re  high-cost a reas  and for ca lcula ting the  monthly support amounts  and (iii) the
1 8

requirements  for camle ts  to qua lify for support (i.e ., the  required minimum leve l of se rvice  to be
1 9

provided, and the  COLR obliga tion).
20

Should the fund allow upfront recoverjv of construction costs ?
2 1

No. To the  e xte nt the  Commis s ion de cide s  to us e  the  AUS F a s  a  high-cos t s upport
22

mechanism, the  recovery of construction costs  (particula rly loop costs) should be  based on a
23

24
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1 determina tion of costs  and should account for costs  recovered from the  federa l USF High Cost

2 Loop Fund, Safe ty Net Fund and Inte rs ta te  Common Line  Support. Support payments  should be

3 pa id monthly on a  pe r-line  ba s is . It is  important to account for the  time  lag built into the  fede ra l

4 cos t recovery mechanism. If AUSF support is  pa id up front, the  Commiss ion would be  unable  to

5 deduct federa l USF support (which is  pa id a fte r the  fact), so the  cam'er would then rece ive  a

6 double  recovery when it rece ives  its  fede ra l support. The  coordina tion of bene fits  is  important to

7 avoid double recovery of the costs by a carrier.

8

9

Should a company be required to meet a set of criteria before they are allowed to
obtain AUSF revenues to compensate it for reductions in access revenues
resulting from access charge reform ?

1 0 Yes. See discussion in response to Questions 4 and 5 above.

11 Should AUSFfunding be available to competitive eligible telecommunications
carriers?

1 2

For intrasta te  access reform purposes, AUSF support should not be  necessary for a
1 3

competitive  e ligible  te lecommunica tions carrie r (to the  extent it experiences a  decrease  in access
14

revenue), given tha t compe titive  cante rs  have  pricing flexibility tha t incumbents  do not have .
15

To the  extent tha t the  AUSF a lso provides high-cost a rea  support, support should be
1 6

ava ilable  only to e ligible  ca rrie rs  tha t can provide  the  required minimum leve l of se rvice  and tha t
l7

undertake  the  obliga tion of be ing a  COLR. In any given high-cos t a rea , however, the re  should
18

be  only one  COLR.
19

1 0 .
20

Should AUSFfunding be provided to companies that are not eertmed as eligible
telecommunications carriers ?

2 1 No. High-cos t support should be  limited to those  e ligible  te lecommunica tions  cante rs

22 tha t undertake  the  obliga tion to be  a  COLR. In addition, the  Commiss ion may apply othe r

23 crite ria  or requirements  for e ligible  ca rrie rs . In the  case  of AUSF support to offse t intra s ta te

24
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1 access  charge  reductions , support would technica lly be  ava ilable  to a ll ca rrie rs  reducing the ir

2 ra tes to the  extent they are  not able  to ra ise  their basic service  ra tes to offse t the  intrasta te  access

3 reductions , howeve r, s ince  compe titive  ETCs  would gene ra lly have  pricing flexibility, such

4 AUSF support should not be  necessary.

5 11. Should companies be required to file a rate case to obtain AUSF revenues ?

6 Not necessa rily, a lthough if ra tes  a re  to be  adjus ted, ce rta in information (including ra te

7 base  va lue) may be  required. To the  extent the  AUSF would be  used to compensa te  for se rving

8 as a  COLR in high-cost a reas, the  amount of support can be  de termined by comparing cost (as

9 determined by federa l USF data , ra ther than through a  ra te  case) to the  corresponding revenue

10 amount. To the  extent the  AUSF would be  used to replace  revenues  los t due  to the  e limina tion

11 of implicit subs idies , the  applicable  ca rrie r would need to provide  da ta  demonstra ting the  loss  of

12 re ve nue .

13 12. [fa rate case is not required, what method should be used to determine whether a
company should receive AUSFpayments ?

14
To the  extent the  AUSF is  to support the  recovery of cost in high-cost a reas , federa l USF

15
da ta  on loop a nd switching cos ts  could be  use d to de ve lop e s tima te d cos ts  re la te d to supporte d

l 6
services . The  resulting cost would then be  compared to the  corresponding federa l benchmark,

I7
any excess  cost not a lready supported by federa l law would be  re imbursed by the  AUSF.

18
Under a  revenue  replacement approach, the  accepted methodology is  for canters  to

19
compute  a  support payment based on the  following ca lcula tion: [the  reduction in access charge

20
per minute ] multiplied by [the  minutes  of use  in a  previous  base  pe riod, for example  the  year

2 1
preceding the  change  in access charge  rules]. The  base  period minutes can be  fixed a t the  time

22

23
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1 of the  access charge  reduction, and based on volume before  the  reduction was made. The

2 support payment is  typica lly pa id in monthly ins ta llments

3 13. Should the AUSF rules be amended to allow for the provision of telephone service
in unnerved or underserved areas

4
The  AUSF rules  currently a llow for the  provis ion of te lephone  se rvice  in unnerved or

underse rved a reas . However, the  AUSF does  not provide  additiona l support or incentives to a

carrie r tha t expands se rvice  into these  a reas . To the  extent tha t the  AUSF is  s tructured to provide

support for COLRs serving high-cost a reas , as  discussed above , it could appropria te ly provide

support for expansion into unnerved or underserved areas, and the  AUSF rules should be

amended to se t forth the  requirements  for rece iving support and the  methodology for de tennining

the support amount, as noted in response to Question 6

14. Should the AUSF rules be amended to allow for incentives to companies to
provide telephone service in unnerved or underserved areas ?

Yes, as described in response to Questions 6 and 13, the  AUSF rules should be amended

14 so tha t the  AUSF se rves  as  a  high-cost support fund. However, the  AUSF should not provide  a

15 one-time  lump sum incentive  to a  cante r. The  fede ra l USF provides  a  mechanism for s ignificant

16 cost recovery of expansion cos ts  for most of the  can'ie rs  in Arizona . If the  Commiss ion adopts  a

17 high-cost support s tructure  for the  AUSF, ca rrie rs  would have  a  mechanism to recover expansion

18 costs  over the  life  of the  asse t which are  not covered by the  federa l USF

1 9 1 5 . Should the  AUSF rules as  proposed by ALECA be adopted?

20 ALECA recognizes the  need for access charge  reform and should be  commended for

21 seeking ways  to achieve  tha t re form. However, the  Commiss ion should not adopt ALECA's

22 proposa l, a s  it is  currently framed, for three  reasons . Firs t, ALECA does  not sugges t the  remova l

23 of common line  cos t recovery from access  cha rges . Common line  cos t recovery is  a  form of
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1 implicit subsidy,16 and the  FCC has  recognized tha t it is  inappropria te  to use  a  tra ffic sensitive

2 mechanism (the  common line  charge) to recover costs  tha t a re  not tra ffic sensitive .l7

3 Second, ALECA proposes  adding the  same flawed language  tha t is  currently found in the

4 Oklahoma rules  (and tha t was recently removed from the  Arkansas  s ta tutes  and rules), which

5 allows a  can'ie r to recover any decrease  in federa l USF support, even if the  decrease  is  the  result

6 of a  decrease  in the  carrie r's  own revenue  requirement or a  revenue  neutra l rule  change  (which

7 by its  na ture  would a lready be  offse t by revenues).

8 Third, the  language  in ALECA's  proposed rule  is  unclea r a s  to whe the r the  ca rrie r's

9 Inte rs ta te  Common Line  Support ("ICLS") would be  cons ide red in ca lcula ting support from the

10 sta te . It is  important to include  ICLS because  the  embedded loop costs  deve loped by NECA

11 represent the  tota l loop cost and the  carrie r's  inte rs ta te  loop cost recovery should be  considered

12 in de te rmining the  leve l of intra s ta te  support for loop cos t.

13 16. Should competitive bidding be a component of USF implementation ?

14 To the  extent tha t the  AUSF is  intended to make  explicit the  universa l se rvice  subsidies

15 implicit in intra s ta te  access  re form, the re  would be  no place  for a  compe titive  process . However,

16 competitive  processes  may be  worth considering for purposes  of se lecting a  COLR, and

17 determining any necessary accompanying support, for a rea(s) where  no exis ting can'ie r is  ready,

18 willing or able  to provide  bas ic se rvice . If the  Commiss ion is  inte re s ted in pursuing such a

19

20

21

22

23

24

16 In re Multi-Assoeiation Group (MAG)Plan, 16 F.C.C. Rod. 19613, i115 (2001) ("We find that the
Carrier Common Line (CCL) charge, an inefficient cost recovery mechanism and implicit subsidy, should
be removed from the common line rate structure.").
17 Id. at 1117 ("The Commission has long recognized that, to the extent possible, interstate access costs
should be recovered in the manner in which they are incurred. In particular, non-traffic sensitive costs-
costs that do not vary with the amount of traffic carried over the facilities-should be recovered through
fixed, flat charges, and traffic sensitive costs should be recovered through per-minute charges. This
approach fosters competition and efficient pricing.") (footnote omitted).
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1 procedure , it should solicit comments  and/or hold workshops  to explore  the  specific rules  for

2 such competitive  processes.

3 17. Should CLECs have to prove a need for AUSF revenues ?

4 As previous ly discussed above , support should be  limited to a  s ingle  COLR. This  would

5 preclude  CLECs from rece iving AUSF support (except, perhaps, for unnerved a reas  where  no

6 exis ting coMer is  ready, willing, or able  to provide  bas ic se rvice , and the  Commiss ion se lects  a

7 provider for such areas  using competitive  processes).

8 18. What services should be eligible for inclusion in services supported by the AUSF?

9 The  bas ic leve l of se rvices  to be  supported by the  AUSF should genera lly mirror the

10

11 19. Should A USF pay1nents be used for line extensions and ipso how should eligible
costs be determined?

12
See Section II.A and response  to Question 7 above.

13

20. How should the  AUSF surcharges  be  ca lcula ted?
14

As discussed above , to the  extent tha t the  FCC revises  the  federa l USF contribution
15

methodology in the  future , AT&T recommends  tha t the  Commiss ion mirror the  new fede ra l
16

methodology a t tha t time . In the  meantime , the  Commiss ion should cons ide r adopting an AUSF
17

contribution methodology more equitable than the one currently in place. The current 50/50
lb

methodology may impose  disproportiona te  burdens  on certa in ca tegories  of se rvice  providers .
19

AT&T currently anticipa te s  providing a  proposa l for such a  me thodology in the  next round of
20

comments .
21

22

23
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1 21. Should a  program to improve  pa rticipa tion in Life line  and Link-up be  supported
by A USF?

2
Yes . The  Commiss ion should review poss ible  changes  to the  Life line  program, including

3
the  use  of s ta te  funding to ma ximize  the  fe de ra l ma tching support a nd/or the  le ve l of

4
state-provided outreach.

5
22.

6
Should the enrollment program recommended by the ETCh be implemented or is
there another more cost effective method for increasing Lifeline and Link- Up
participation ?

7

The use  of an automatic enrollment process, as  proposed by the  ETCs, could be a
8

reasonable  means of increasing enrollment. However, the  Commission may ins tead decide  tha t
9

the  use  of a  third-party adminis tra tor (s imila r to the  approach used in Texas) would be  a  be tte r
10

solution.
11

23.
12

Is the funding meehanismfor the enrollment program recommended by ire ETCh
appropriate, should the cost be borne by the ETCs as a cost of doing business and
being an ETC or is there some other method offending that would be better?

13
The use  of AUSF funding to cover the  costs  of mechanizing enrollment is  a  reasonable

14
solution. The  cos t of Life line  is  not and should not be  cons ide red a  "cos t of doing bus iness" for

15
camle ts , but ins tead a  font of subs idy tha t should be  made  explicit.

16
24.

17
Are the projectionsforpotential Lifeline and Link- Up customers reasonable or is
there other data that would increase or decrease the cost/benefit estimates
contained in the ETC 's Report? Please provide such data.

18
The projections  provided by ETC do not appear unreasonable  on the ir face , but it is

19
difficult to  know or prob e t the  im pa ct of Life line  progra m  cha nge s . The  Com m is s ion s hould

20
cons ide r a lte ra tive  da ta  sources , but AT&T does  not have  any da ta  of its  own.

21
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1 25.

2

Should the recommendations in the ETC 's Report be implemented, how should the
AUSF rules be modified to address the enrollment program and the payments that
would be made to the Department of Economie Security ("DES ") for its
participation ?

3
To the  extent tha t the  Commission decides to establish an automatic enrollment process ,

4
the  rule s  ne ce s sa ry for such a  proce s s  should be  de ve lope d in a  workshop se tting tha t would

5
a llow the  review and discuss ion of other s ta tes  e fforts  a t implementing a  s imila r process .

6
26.

7
Should there be a "cap " on the payments that could be made to DES for its
participation in the enrollment program and, so, how might such a cap be
determined?

8
As  s ta te d in re sponse  to Que s tion 22 a bove , the  use  of a  third-pa rty a dminis tra tor might

9
be  pre fe rre d. Unde r tha t a pproa ch, the  contra ct be twe e n the  s ta te  a nd the  third-pa rty

10
administrator would establish the amount of administrative expense ahead of time. The third

11
party, not the  s ta te , would then bear the  risk tha t costs  might exceed the  expected amount.

12
27.

13
Should there be some form of "sunset clause " that would end the enrollment
program and, ipso, kno t would the appropriate criteria befog ending the
program ?

14
No. The  Commiss ion should not e s tablish an automatic sunse t. Ins tead, the  program

15
should be reviewed every two to three years to detennine if changes (including the elimination of

l6
a utoma tic e nrollme nt) should be  ma de .

17
28.

18
To what extent do other states promote enrollment in Lifeline and Link-Up as
recommended in the ETC 's Report and to what extent have such state efforts been
effective, both from an enrollment and cost perspective?

19
The  extent to which othe r s ta te s  promote  Life line  and Link-Up va rie s  from ve ry limited

2 0
to ve ry e xte ns ive  with va rying le ve ls  of s ucce s s . The  s ugge s tion, by the  ETCs , to dire ctly

2 1
involve  a  s ta te  socia l services agency is  not unprecedented, but more  sta tes are  tending to opt for

22
a  third-party adminis tra tor. It is  unusua l to suggest tha t the  Department of Revenue  be  involved.

23
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1 The  e ffe ctive ne ss  of s ta te s ' e fforts  a nd the  cos t be ne fits  va ry ba se d on a  numbe r of fa ctors , not

2 the  le a s t of which is  loca l culture . In s ome  a re a s , hous e holds  would ra the r fore go a  phone , or

3 skip a  me a l or wa lk to sa ve  the  cos t of ga s , ra the r tha n ta ke  a  ha ndout. In othe r a re a s , pe ople

4 jump a t discounted phone  se rvice . In othe r words , it is  difficult to predict the  success  of a  s ta te 's

5 e fforts  to promote  Life line  or to compa re  the  e ffe ctive ne s s  of one  s ta te 's  pla n to a nothe r be ca use

6 of the  ma ny cultura l diffe re nce s  in the  s ta te s .

7 29.

8

To what extent have communication services from the non-ETCs, such as prepaid
wireless offerings as one example, become the service of choice for eligible
Lifeline customers who otherwise may nave subscribed to an ETC 's Lurline
service?

9
AT&T doe s  not ha ve  infonna tion s uffic ie nt to a ns we r this  que s tion a t this  time .

10
RESPECTFULLY SUBMITTED this 7th day of January, 2008.
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Isa be lle  S a lga do
Gre gory Ca s tle
AT &T  N E VAD A
645 Ea s t P lumb La ne , B132
P .O. Box 11010
Re no, Ne va d a 89520
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18

De me trios  G. Mitropoulos
MAYER BROWN LLP
71 S outh Wicke r Drive
Chica go, Illinois  60606
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